§972.200

based assistance or appropriate site re-
vitalization for the agency; and

(5) Any other action that HUD deter-
mines appropriate and has the author-
ity to undertake.

Subpart B—Voluntary Conversion
of Public Housing Developments

SOURCE: 68 FR 54619, Sept. 17, 2003, unless
otherwise noted.

PURPOSE; DEFINITION OF CONVERSION

§972.200 Purpose.

This subpart implements section 22
of the United States Housing Act of
1937 (42 U.S.C. 1437t). The purposes of
this subpart are to:

(a) Require PHAs to perform an as-
sessment which considers develop-
ments for which conversion of public
housing may be appropriate; and

(b) Provide a basis for a PHA to take
action for conversion on a voluntary
basis.

§972.203 Definition of “conversion.”

For purposes of this subpart, the
term “conversion” means the removal
of public housing units from the inven-
tory of a Public Housing Agency
(PHA), and the provision of tenant-
based, or project-based assistance for
the residents of the public housing that
is being removed. The term “conver-
sion,” as used in this subpart, does not
necessarily mean the physical removal
of the public housing development
from the site.

REQUIRED INITIAL ASSESSMENTS

§972.206 Required initial assessments.

(a) General. A PHA must conduct a
required initial assessment (which con-
sists of the certification described in
paragraph (b) of this section), in ac-
cordance with this section, once for
each of its developments, unless:

(1) The development is subject to re-
quired conversion under 24 CFR part
971;

(2) The development is the subject of
an application for demolition or dis-
position that has not been disapproved
by HUD;

24 CFR Ch. IX (4-1-04 Edition)

(3) A HOPE VI revitalization grant
has been awarded for the development;
or

(4) The development is designated for
occupancy by the elderly and/or per-
sons with disabilities (i.e., is not a gen-
eral occupancy development).

(b) Certification procedure. For each
development, the PHA shall certify
that it has:

(1) Reviewed the development’s oper-
ation as public housing;

(2) Considered the implications of
converting the public housing to ten-
ant-based assistance; and

(3) Concluded that conversion of the
development may be:

(i) Appropriate because removal of
the development would meet the nec-
essary conditions for voluntary conver-
sion described in §972.224; or

(ii) Inappropriate because removal of
the development would not meet the
necessary conditions for voluntary con-
version described §972.224.

(c) Documentation. A PHA must main-
tain documentation of the reasoning
with respect to each required initial as-
sessment.

(d) Timing of submission. Consistent
with statutory submission require-
ments, the results of each required ini-
tial assessment (consisting of the cer-
tification described in paragraph (b) of
this section) must be submitted to
HUD as part of the next PHA Annual
Plan after its completion.

VOLUNTARY CONVERSION PROCEDURE

§972.209 Procedure for voluntary con-
version of public housing develop-
ments to tenant-based assistance.

A PHA that wishes to convert a pub-
lic housing development to tenant-
based assistance must comply with the
following process:

(a) The PHA must perform a conver-
sion assessment, in accordance with
§§972.218-972.224 and submit it to HUD
as part of the next PHA Annual Plan
submission.

(b) The PHA must prepare a conver-
sion plan, in accordance with §972.227-
972.233, and submit it to HUD, as part
of its PHA Annual Plan, within one
year after submitting the conversion
assessment. The PHA may submit the
conversion plan in the same Annual
Plan as the conversion assessment.
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(c) The PHA may proceed to convert
the development if HUD approves the
conversion plan.

§972.212 Timing of voluntary conver-
sion.

(a) A PHA may proceed to convert a
development covered by a conversion
plan only after receiving written ap-
proval of the conversion plan from
HUD. This approval will be separate
from the approval that the PHA re-
ceives for its PHA Annual Plan. A PHA
may apply for tenant-based assistance
in accordance with Section 8 program
requirements and will be given priority
for receiving tenant-based assistance
to replace the public housing units.

(b) A PHA may not demolish or dis-
pose of units or property until comple-
tion of the required environmental re-
view under part 58 of this title (if a Re-
sponsible Entity has assumed environ-
mental responsibility for the project)
or part 50 of this title (if HUD is per-
forming the environmental review).
Further, HUD will not approve a con-
version plan until completion of the re-
quired environmental review. However,
before completion of the environ-
mental review, HUD may approve the
targeted units for deprogramming and
may authorize the PHA to undertake
other activities proposed in the conver-
sion plan that do not require environ-
mental review (such as certain activi-
ties related to the relocation of resi-
dents), as long as the buildings in ques-
tion are adequately secured and main-
tained.

(c) For purposes of determining oper-
ating subsidy eligibility, the submitted
conversion plan will be considered the
equivalent of a formal request to re-
move dwelling units from the PHA'’s in-
ventory and Annual Contributions Con-
tract (ACC). Units that are vacant or
are vacated on or after the written no-
tification date will be treated as ap-
proved for deprogramming under
§990.108(b)(1) of this title, and will also
be provided the phase down of subsidy
pursuant to §990.114 of this title.

(d) HUD may require that funding for
the initial year of tenant-based assist-
ance be provided from the public hous-
ing Capital Fund, Operating Fund, or
both.

§972.218

§972.215 Applicability of the Uniform
Relocation Act.

To the extent that tenants are dis-
placed as a direct result of the demoli-
tion, acquisition, or rehabilitation of
federally-assisted property converted
under this subpart, the requirements of
the Uniform Relocation Assistance and
Real Property Acquisition Policies Act
of 1970 (42 U.S.C. 4601) (URA), and the
implementing regulations issued by the
Department of Transportation at 49
CFR part 24, apply.

CONVERSION ASSESSMENTS

§972.218 Conversion assessment com-
ponents.

The conversion assessment contains
five elements, as described below:

(a) Cost analysis. A PHA must con-
duct a cost analysis comparing the cost
of providing Section 8 tenant-based as-
sistance with the cost of continuing to
operate the development as public
housing for the remainder of its useful
life. The cost methodology necessary
to conduct the cost comparisons for
voluntary conversions has not yet been
finalized. PHAs may not undertake
conversions under this subpart until
the effective date of the cost method-
ology, which will be announced in the
FEDERAL REGISTER. Once effective, the
cost methodology will be codified as an
appendix to this part.

(b) Analysis of the market value. (1) A
PHA must have an independent ap-
praisal conducted to compare the mar-
ket value of the development before
and after rehabilitation. In both cases,
the market value must be based on the
use of the development as public hous-
ing.

(2) In addition, the appraisal must
compare:

(i) The market value of the develop-
ment before rehabilitation, based on
the use of the development as public
housing, with the market value of the
development after conversion; with

(ii) The market value of the develop-
ment after rehabilitation, based on the
use of the development as public hous-
ing, with the market value of the de-
velopment after conversion.

(3) A copy of the appraisal findings
and the analysis of market value of the
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